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Organisations depend on key HR functions to convert employee capability into organisational performance. Recruitment and selection enable businesses to attract employees with appropriate skills, while training and development maintain and improve these skills. Performance management aligns employee effort with organisational goals, and employee relations creates the trust needed for sustained commitment. According to Rastogi and Trivedi (2016), these functions are affected by macro environmental risks that managers must monitor and consider during planning. Weaknesses in recruitment, training, performance management, or employee relations can reduce product quality, customer service, workplace safety, and financial outcomes. This is particularly important in manufacturing, where employees directly influence production quality and safety. HR decisions are also shaped by national employment laws and management practices transferred from an organisation’s home country to international locations.
Operating across multiple countries increases the complexity of managing HR because local conditions can influence how centrally developed policies are applied. Toyota Motor Corporation is a useful example because it has formalised the Toyota Way as a management philosophy for use across international production sites. However, evidence suggests that transferring this approach is not always consistent because local cultural, legal, economic, and labour conditions influence its implementation. This report uses the PESTLE framework to analyse how external and internal environmental factors affect HR managers’ ability to sustain Toyota’s people management approach internationally. It explains the PESTLE model, including its value, limitations, and connection to core HR functions. The report then examines Toyota’s global operations and HR practices, applies PESTLE to identify organisational and country specific influences, and concludes by considering the implications for HR managers.
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PESTLE is a framework that classifies external influences into six areas, which are political, economic, social, technological, legal, and environmental factors. It provides managers with a shared method for identifying external forces that may influence organisational decisions and performance. According to Rastogi and Trivedi (2016), PESTLE is useful for identifying external project risks because it encourages managers to examine a broad range of factors in a structured manner. This approach reduces the possibility that an important issue will be ignored because it falls outside a manager’s usual responsibilities or professional expertise. For manufacturing organisations operating in many countries, the framework offers a consistent method for assessing each location. Managers can use the same categories to compare conditions between facilities, such as differences in labour law, economic stability, or environmental requirements. This helps organisations develop a clearer understanding of the external pressures affecting their international operations.
However, PESTLE also has several limitations. The model identifies categories of external factors but does not show which factors are most important in a particular context. It also does not clearly explain how different external influences interact with one another. For example, a political event may affect currency values, which can then influence investment in new technology. Although these issues may be connected, the PESTLE framework does not naturally demonstrate these relationships. In addition, PESTLE mainly describes current or past conditions rather than predicting the speed or direction of future changes. This can be a weakness in industries such as automotive manufacturing, where technological developments and legal requirements may change more quickly than annual planning processes allow. As noted by Rastogi and Trivedi (2016), managers should use external analysis carefully when assessing risk. PESTLE also does not measure an organisation’s internal ability to respond to external challenges. Therefore, it should be used alongside an assessment of organisational culture, resources, and management systems rather than as an independent tool.
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PESTLE is a framework that groups external influences into six areas, namely political, economic, social, technological, legal, and environmental factors. It gives managers a common structure for identifying external forces that may affect organisational decisions and performance. According to Rastogi and Trivedi (2016), PESTLE is valuable for recognising external risks because it encourages managers to review a wide range of factors systematically. This reduces the possibility that significant issues will be overlooked because they fall outside a manager’s usual area of responsibility. For manufacturing organisations operating in many countries, PESTLE provides a consistent approach for reviewing each location. It enables managers to compare conditions between facilities, including employment legislation, economic stability, and environmental requirements, using the same categories.
However, PESTLE has important limitations. Although it identifies different types of external influences, it does not show which factors are most significant in a particular situation. The framework also does not explain how factors may influence one another. For instance, political instability may affect exchange rates, which may then influence decisions about investment in technology. PESTLE does not clearly represent these relationships. In addition, the model mainly considers existing conditions and may not predict how rapidly they could change. This is a limitation in automotive manufacturing, where technological developments and legal requirements can change faster than annual planning processes. As Rastogi and Trivedi (2016) suggest, managers should use external risk analysis carefully. Since PESTLE does not assess an organisation’s internal capacity to respond to external pressures, it should be used together with an analysis of organisational culture, resources, and management systems.
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Toyota Motor Corporation is a Japanese vehicle manufacturer with nearly employees across its consolidated group. The company operates more than manufacturing businesses in approximately countries and regions, while selling vehicles in over  countries and territories. Its production activities are located in Japan, North America, Europe, South America, and Asia. As a result, many Toyota employees work outside Japan under labour laws, employment practices, and cultural expectations that may differ considerably from those in the company’s home country.
Toyota’s HR practices are based on what scholars describe as Toyota Way style human resource management. This approach combines continuous improvement with respect for people, treating both principles as equally important. According to Liker and Hoseus, Toyota regards employee development as a major source of competitive advantage rather than simply an administrative HR responsibility. Much of this development occurs through structured workplace learning, which is supported by formal classroom training. Saruta (2006) identifies three central features of Toyota’s labour management system in Japan, including performance related financial rewards, careful workforce planning, and supervision based on mutual trust and responsibility between managers and employees. Recruitment focuses on cultural suitability as well as technical ability, while training is viewed as an ongoing responsibility throughout the organisation. Employee relations also depend on consultation, cooperation, and expectations of job security rather than conflict between management and employees.
Research involving Toyota facilities internationally found that people focused principles, such as respect and teamwork, can operate separately from process improvement principles, including challenge, kaizen, and genchi genbutsu. This suggests that Toyota’s HR values may not transfer internationally as easily as its operational methods (Saruta, 2006).
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Political conditions have directly affected Toyota’s HR planning through changes in trade policy. In response to continued tariff pressure from the United States during the Trump administration’s trade agenda, Toyota announced in  an investment of about  billion yen in workforce development and business growth areas. This followed an earlier investment of  billion yen in manufacturing capability. The tariffs created risks for Toyota’s aim of producing three million vehicles in Japan each year. Therefore, HR managers needed to use workforce investment to manage political uncertainty rather than responding mainly through job reductions.
Economic conditions have also created pressure through supply chain disruption. During the semiconductor shortage of  and , Toyota reduced planned global production by approximately  percent and repeatedly changed its monthly production plans because of limited chip supplies and COVID related disruption in Southeast Asia. Rising material costs contributed to a  percent fall in quarterly profit, although the weaker yen reduced some of the impact. Rather than changing workforce numbers in response to short term demand changes, Toyota focused on high margin vehicles and maintained close communication with suppliers. This reflects an HR approach that values long term employment stability during economic uncertainty.
Social conditions are changing Toyota’s workforce within Japan. Toyota’s integrated reporting identifies the declining domestic working population as an important long term challenge. In response, the company aims to improve factory environments and working arrangements so that manufacturing jobs remain attractive despite labour shortages. Toyota also promotes greater workforce diversity through its Active Participation by All approach. This demonstrates an HR response to demographic change that goes beyond increasing salaries to attract limited available workers.
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Country level differences in HRM are shown in comparative research on Japanese companies operating abroad. Miah, Wakabayashi and Takeuchi (2003) compared management beliefs and HR practices in Japanese companies in Japan, Japanese subsidiaries in Bangladesh, and local Bangladeshi organisations. They found that managers in domestic Bangladeshi firms were more likely to assume that employees avoided work and were more likely to use an autocratic management style than Japanese managers. The participative approach linked with Japanese management was positively related to self motivation only among managers in Japan. According to Miah, Wakabayashi and Takeuchi (2003), transferring a participative and trust based management approach to another country may not produce the same management beliefs or employee responses, even where ownership remains Japanese.
Legal and institutional factors create further differences. Othman (2009) found that two Japanese electronics companies in Malaysia gave HR different levels of strategic authority, despite operating in the same country. This suggests that company decisions, including HR involvement at board level and reporting relationships with the chief executive, also influence HR outcomes. James (2019) shows that Toyota Australia faced a strong union movement, which limited the company’s ability to introduce lean and consultative HR practices. In developing manufacturing economies, Toyota’s long term training system may attract employees by improving skills and career opportunities. In established high wage and highly unionised economies, these practices must be adapted to local employment expectations. Therefore, Toyota’s HR managers apply a shared philosophy through locally negotiated practices rather than one identical global system.
Technological developments are closely connected to training and development. Benkarim and Imbeau (2022) found that organisations adopting Toyota style HR practices often concentrate on lean production tools while giving less attention to training, communication, supervisor support, and fairness. However, these people focused practices support the effective use of technical systems. Toyota’s HR managers must therefore ensure that training and HR practices are transferred internationally with the same care as production methods.
Legal conditions can also limit Toyota’s ability to apply its consultative employee relations approach outside Japan. According to James (2019), Toyota Australia experienced an ongoing and sometimes difficult relationship between lean management and strongly protected manufacturing unions. This conflict contributed to Toyota’s decision to end vehicle manufacturing in Australia by , showing that collective bargaining rights can affect the long term viability of overseas operations.
Environmental conditions are also influencing workforce development. Toyota aims to achieve carbon neutrality in its plants by  and across the full vehicle life cycle by . The company provides carbon neutrality training, awareness seminars for employees, and quality control circle activities focused on reducing emissions. Consequently, HR managers must integrate environmental knowledge into regular employee development rather than treating sustainability as a separate specialist area.
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This report examined how internal and external environmental factors influence the effectiveness of HR managers by applying the PESTLE framework to Toyota Motor Corporation’s international operations. PESTLE was useful because it organised the many external pressures affecting a global manufacturer into clear categories. However, the framework has limitations because it mainly lists factors rather than explaining how they are connected or how quickly they may change. It also does not assess an organisation’s internal ability to respond to external challenges. The analysis of Toyota showed that political and legal factors, especially host country labour laws and union influence, can strongly limit the ability of HR managers to transfer the Toyota Way across international operations. Toyota’s experience in Australia demonstrates the continuing tension between lean management practices and organised labour. Research on Japanese HRM in Bangladesh and Malaysia also indicates that companies following similar corporate principles can develop different management beliefs and levels of HR involvement in strategic decision making because of national culture and organisation specific choices (Miah, Wakabayashi and Takeuchi, 2003; Othman, 2009).
In the future, HR managers in international manufacturing organisations such as Toyota will need to balance the preservation of people development values with the need to adapt these values to local institutional conditions. As manufacturing technology becomes easier for competitors to copy, a company’s long term advantage may depend more on its training, communication, and fairness practices than on its production systems alone. Evidence from organisations adopting Toyota style practices suggests that HR practices must be transferred as carefully as technical processes. Therefore, future HR effectiveness will depend on managers’ ability to understand local cultural, legal, and institutional conditions instead of assuming that practices successful in Japan can be applied without change elsewhere.
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